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THE VAN ZEELAND REPORT 


ON JANUARY 26 appeared the Report which M. van Zeeland has 
presented to the French and British Governments as a result of 
the enquiry which he was invited to undertake on April 3, 1937. 
The subject of this enquiry was “the possibility of obtaining a 
general reduction of quotas and of other obstacles to international 
trade,’ and M. van Zeeland begins by assuming that there can be no 
question as to the desirability of developing international trade 
since, when the crisis of 1929 came about, no country was able to 
escape it, no matter what its means or the degree of self-support 
it had attained ; while even countries whose foreign trade constitutes 
as little as g or 10 per cent. of their total economic activity were 
just as sensitive as any other to the international movements. 

Not that autarky is unattainable, in theory, at any rate; that 
is not the question, but rather whether such a régime is better than 
the other. And whatever may be the rdéle of the home market, 
‘ the fostering of international trade,’’ he concludes, ‘“‘ must remain 
an element of capital importance for economic prosperity within 
the national frontiers.”’ 

As the result of his preliminary enquiries, M. van Zeeland 
gathered the impression that there was a very general desire to 
collaborate in a general action towards developing trade, but at 
the same time great reserve when it came to the question of embark- 
ing on the stage of practical solutions. Constructive suggestions 
had, however, been made,* and it therefore seemed possible to take 
some action in the direction of international collaboration. 

The author first analyses the various direct obstacles in the 
way of trade, and suggests the best way of reducing them, and then 
goes on to deal with the general conditions necessary for success, 
outlining a method of procedure which, he suggests, might give the 
best prospects for the realisation of some sort of pact of economic 
collaboration between the principal trading nations. 

The factors most seriously prejudicing trade he enumerates as : 
tariffs, methods of indirect protection, and quotas, in the economic 
sphere ; and in the financial sphere, sudden and excessive exchange 
variations, hindrances to capital movements, and restrictions on 
payment. To take these in order : 

Tariffs. The author realises that there is no prospect of a 
general reduction in duties, and suggests that Governments should 
undertake not to raise or widen their range, while at the same time 
carrying out a gradual reduction of duties of an exceptional character 
or notably higher than the average. Further, another undertaking 





(1) E.g., by the Economic Committee of the League, the International Chamber 
of Commerce, and the League Committee set up to study the problem of Raw 
Materials. 








should be given to suppress duties, taxes, and other restrictions 
affecting the export of raw materials. 

Side by side with these steps the negotiation of bilateral agree- 
ments is, he believes, one of the best methods for reducing tariff 
barriers, and no one would underestimate the effect which would 
be produced by the conclusion of a commercial agreement, covering 
a wide range, between the two Anglo-Saxon communities. 

Finally, the most-favoured-nation clause should remain, in 
principle, general and unconditional, and it should be drawn in such 
a way as not to obstruct the conclusion of group agreements or 
regional pacts,* but to lower tariff barriers. Of recent years the 
clause has unfortunately acted as a supplementary element of 
rigidity in the sphere of tariffs, which was not the original intention. 

Indirect Protection. This takes several forms, e.g., abuse of 
sanitary regulations, exaggeration of the details of tariffs, elaboration 
of specifications to such a point that the regulations are directed 
against some individual producer, and special measures for which 
the pretext is so-called ‘‘ dumping.” 

As to remedies, bilateral agreements would be best fitted to 
give rapid results, while another suggestion is the creation of 
“Joint Committees ’’ and, possibly, an arbitral body to which 
complaints could be referred. 

Quotas. These are the most formidable obstacles to trade, 
whose arbitrary and artificial character become each year more and 
more evident. M. van Zeeland recommends their complete sup- 
pression in the case of industrial products, though this may well 
need to be done by stages. This by no means implies the suppression 
of international cartels, and in some cases it might well be advisable 
to maintain the quotas necessary to assure the working of such 
cartels as conform to the general interest. 

Agricultural quotas present a more complicated problem. The 
seasonal or perishable nature of farm products constitutes a 
dominating factor, and agricultural quotas can often be regarded 
as aiming not so much at a quantitative limitation as at an orderly 
regulation of imports throughout the year in such a way as to make 
competition normal. Further, agricultural production cannot 
adapt itself to the contraction of demand with the same elasticity 
as industrial production.* The remedy would seem to be for the 
States principally interested to abolish their quotas simultaneously, 
and, if they cannot do this, to render them more flexible, so as to 
spread importations over appropriate periods and not restrict them 
absolutely. 

* * * * ore ‘ ; ° 

To turn to the financial sphere, the most serious. obstacle here 
is the prohibition of, and restrictions on, commercial payments. 





(1) So long, that is, as these did not tend to constitute a discriminatory régime 


(1) When prices fall (owing to excess of supply) growers tend to produce more, 
thus aggravating the situation. 
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M. van Zeeland has a number of suggestions to make to reduce the 
element of insecurity in monetary matters, the first of which is that 
the gold standard should be re-established, as the only real means 
of solving the problem of the international monetary standard. 
He realises, however, that this is not practical politics at present, 
and proposes that a valuable interim measure would be the revision 
and extension of the Tripartite Agreement of September 26, 1936. 

The parties interested would agree to define the reciprocal 
parities of their currencies in relation to each other, and would 
pledge themselves for a definite period to keep any variations within 
certain limits. An agreement of a general character would be 
necessary, and such an agreement could, he thinks, be reached as 
to certain criteria which ‘‘ would enable the countries to determine, 
with sufficient accuracy and in an atmosphere of fair play, the level 
of monetary equilibrium, internal and external factors alike taken 
into account. All that is required is the existence of the will or 
the desire to arrive at a solution.” 

He next comes to the restrictions on the transfer of funds, 
and begins with a reminder that it is not only the debtor markets 
which have adopted such measures. The creditors, by forbidding 
or restricting foreign lending, have deprived international trade of 
a valuable support ; but the chief difficulty arises from the im- 
position of exchange controls and from “ clearing ’’ systems, which 
of course, ought to be removed, if such a step were possible. 

The recourse to clearings is a consequence of the establishment 
of exchange controls, and the latter are themselves the result of 
a state of disequilibrium between the national economy concerned 
and the international markets. The right end to begin, therefore, 
is to facilitate the return to equilibrium, and for this the first step 
is to bring about the removal of all restrictions on payments for 
merchandise. 

But to do this the past must first be liquidated, which implies 
an agreed adjustment of heavy external debts and the settlement 
of the clearing arrears. Arrears arising out of old credits completely 
immobilised and regarded only as payable little by little in the 
manner of a sinking fund should be consolidated, and to reduce as 
far as possible the risks to the creditor firms the bonds issued to 
the creditors by the debtor State should be expressed in the currency 
of the creditor. Trade arrears of a current nature, due to be paid 
in full and without long delay, should be treated in the same way 
as the new debts which will (if the past is thus liquidated) be 
incurred under the restored régime of freedom. 

This done, it would be desirable to ease the transition, and 
for this it would be necessary to provide the countries freed from 
restrictions with credit facilities which would remain at their 
disposal during the period of adjustment. M. van Zeeland concludes 
this part of his Report with suggestions as to how this object might 
be secured. The method of reciprocal credits instituted recently 
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by the Bank for International Settlements might be extended,’ and 
he details various ways in which this might be carried out. 
* * * 

While he believes that the general application of a plan such 
as has just been outlined might result in giving a great impetus to 
international trade, M. van Zeeland fully realises that the essential 
point is to suggest methods which have some chance of being 
effectively adopted, in the face of the great political difficulties 
which now have to be overcome. For instance, a first condition 
for the removal of obstacles to trade is that countries should mitigate 
or abandon the measures of protective self-sufficiency which they 
have adopted, and this they are not likely to do. 

The third part of the Report attempts, however, to solve this 
problem and to set out the general conditions necessary for success 
in terms which may have a fair chance of not being “‘ turned down ”’ 
by the States devoted to a policy of autarky. 

This policy has not been resorted to lightly or frivolously, and 
if ithas been maintained this is not without serious reasons. Any 
system which supersedes it must then have superior advantages, 
and here M. van Zeeland enters a warning against the futility of 
dividing the nations into two groups, one devoted to complete 
autarky, and the other faithful to a strict observance of international 
free trade. The fact is that all States have had recourse to measures 
of their own, all inspired by the idea of national protection, while, 
on the other hand, all of them have continued to submit to a 
system of international exchange. It must be recognised, he goes 
on, that to-day economic relations between nations are taking on 
more and more the character of exchanges between economic units 
constituted by the States themselves, and in determining the flow 
of trade considerations of a national character are assuming more 
and more importance. These considerations are sometimes 
primarily political, at others economic in character, and all of them 
tend to create difficulties which, without being direct impediments 
to trade, nevertheless “hinder the smooth flow of commercial 
relations between nations.” 

M. van Zeeland enumerates shortly the causes to which thie 
different nations attribute their difficulties, and notes some of the 


suggestions made to him. These include, a revision of the mandates | 
régime, schemes for the supply of colonial goods in exchange for | 


industrial products, and, of a somewhat different order, a re- 





(1) £.g., The Banks of Issue would open through the B.'.S. credits in favour 


of one another in the national currency of each. These credits would be used to | 
finance the exchange of merchandise between these countries. As regards credits — 


not worked off by the balancing of trading operations, the risk might be covered 
by a multilateral clearing, carried out by the B.I.S. acting as clearing agent, and 
by recourse to the forward exchange markets. 

(2) E.g., Lack of colonies, unequal distribution of raw materials, exaggerated 
protectionism of countries which ought to be large buyers, demographic problems, 
and political anxieties, the last considered by some to be more of an obstacle to 
trade than all other hindrances put together. 
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statement and re-enforcement of the rules of international law in 
such a way as to secure from seizure, even in time of war, private 
property held in colonial territories, whatever the nationality of 
the owner. 

He next refers to the fears that any financial assistance granted 
in the execution of a programme of action would be diverted to serve 
warlike ends. “Guarantees would have to be provided in this 
respect,” he remarks, ‘‘ and such guarantees are necessarily political 
in their nature.”’ 

* * * 

The Report concludes with an outline of what the author calls 
a ‘‘ pact of economic collaboration,’ which might take the form of 
a collection of joint declarations. 

Such a pact would contain two parts, one negative, binding 
the participants to abstain from certain practices contrary to the 
interests of them all as a community ; and the other positive, but 
general in character, binding the participants to examine, in a 
spirit of mutual assistance, the problems arising in their economic 
relations. Under the aegis of this pact other more detailed arrange- 
ments might be concluded, incorporating some of the suggestions 
recorded in the Report. 

The question remains: How is the success of such a plan to 
be assured ? and the author replies that “‘ it is desirable to bring 
together as soon as possible representatives of the principal economic 
Powers : at least of France, the United Kingdom, the United States, 
Germany, and Italy . . . the object would be above all to take 
soundings and to prepare the ground.” 

The agenda would contain only a few questions, e.g.: Are you 
agreed to take part in an attempt at economic collaboration, and 
if so, do you accept as a basis for discussion the present Report ? 
Also, what points do you wish to see omitted, and what other ones 
included within the scope of the attempt to be undertaken? If 
the answers were constructive, the second stage would be entrusted 
to a bureau, to receive information from each of the States as to 
their difficulties and wishes, and this bureau would classify and 
synthetise these statements, and draw up from their contents a 
programme of constructive action. 

Then would come the third and final stage. It would be 
necessary to ensure that there was an agreement of principle among 
the interested parties on the main lines of the programme. If a 
sufficient number of States took up a favourable attitude the bureau 
referred to above would be instructed to draw up the texts for 
signature. 

Lastly, a conference would be summoned to put the final 
touches ‘to the necessary diplomatic instruments and to exchange 
signatures. 

M. van Zeeland fully realises that such a pact would be only a 
portico to the work which it would be necessary to continue, but he 
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believes that its conclusion would be a gesture of capital importance, 
for “‘ it is this fact which would give the initial impulse and would 
impart to the world the impetus which it is awaiting in order to 
recover its confidence in the pacific destiny of nations.” 

a s 

The Report has been recognized in London and Paris as a 
constructive effort to prepare the ground for the freeing of inter- 
national trade from the many obstacles which have been imposed 
upon it in recent years, obstacles both political and economic, 
operating adversely both directly and indirectly on the development 
of commercial relations. In Berlin, too, there has been little 
disposition to question the soundness of its main conclusions. 

The Italian press, however, has been critical, as witness articles 
published on January 24 in the two papers generally regarded as 
the mouthpieces of the Head of the Government. 

There is one consideration which has not been lost upon opinion 
in the French capital. It was at once pointed out that any assistance 
that might be given to Germany and Italy would be tangible in 
character and as such convertible into arms, whereas any “ political 
guarantees ’’ which might be given in exchange for this assistance 
would be moral, not material, in nature, and would be dependent 
upon the good faith of those who gave them. 

Doubt has also been expressed, in London as well as in Paris, 
whether the totalitarian States would be able to modify their 
economic régimes. Autarky, it is remarked, is one of the pillars of 
the totalitarian Constitution, and for a State to give it up would 
be to do something towards undermining its own constitutional 
fabric. Self-sufficiency has, in fact, been given a political rationali- 
zation. 

Finally, it has been pointed out in the City* that the amount 
of money needed to enable the self-sufficiency countries to restore 
reasonable economic liberty is so large that the matter could hardly 
be handled by British and American bankers. The responsibility 
would have to be shouldered by the Governments concerned, and 
the burden would ultimately fall upon the taxpayer. 

H. L. 


INFORMATION DEPARTMENT PAPERS: No. 22. 


The Information Department Paper ‘‘ China and Japan ”’ will 
be published on February 7 next, price 2/6 (to members of the 
Royal Institute, 1/6). Postage 2d. Two maps; 136 pp. 


, 





(1) Vide The Times, January 29, 1938. 
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* JAPANESE STATEMENTS OF POLICY 
to 
MR. HIROTA, on Jan. 22, delivered the Foreign Minister’s annual 
survey of Japan’s foreign relations at the opening of the Imperial Diet. 
a He declared that Japan did not seek Chinese territory, and said North 
r- China would not be separated from the rest of the country. All they 
od wanted was collaboration towards the fulfilment of the ideal of co-opera- 
. tion for the common prosperity of the two countries. The Chinese 
: Government, however, either relying on third Powers, or allying 
a themselves with Communists, were even now calling for prolonged 
le resistance, regardless of the plight of the 400 million people they had 
; plunged into depths of misery. 
es It had been his earnest hope that China would sue for peace on 
AS . the basis of the 4 fundamental conditions of: {1) Abandonment of 
pro-Communist and anti-Japanese and anti-Manchukuo policies and 
n collaboration in the anti-Comintern policy. (2) Establishment of 
e demilitarized zones and of special régimes in “ necessary localities.” 
n (3) Conclusion of an economic agreement between Japan, China, and 
i] Manchukuo. (4) Payment of “ necessary indemnities "’ to Japan. 
" As, however, they had wilfully thrown away the last chance placed 
. at their disposal, “ignoring both our magnanimity and Germany’s 
t | friendly intentions,”’ it became clear there was no hope of ever arriving 
at a solution by waiting for any reconsideration by the Chinese 
;, Government, and it was because of this that the Japanese Government 
r issued a statement on Jan. 16 that they would cease to deal with it. 
yf There were in Europe and America some who were apt to entertain 
d misgivings as to Japan’s intentions, but “ let me state explicitly,’’ he 
| went on, “that not only will Japan respect to the fullest extent the 
3 rights and interests of Powers in the occupied areas, but she is prepared 
for the purpose of promoting the welfare of the Chinese people to leave 
t the door wide open to all Powers and to welcome their cultural and 
‘ economic co-operation there.”’ 
Their policy towards Russia had always been guided by their 
y conviction of the urgent need of placing their relations on a normal 
: footing, and they attached great importance to the smooth operation 
1 of the Japanese concession enterprises in North Sakhalin. 


Sino-Soviet relations were “ attracting the special attention of our 
nation.’”” Members of the Communist International had “‘ penetrated 
all classes of Chinese, destroying the social order of the country and 
endangering the stability of East Asia,’’ and Japan viewed the situation 
with the gravest concern. 

In spite of “ special care’’ by Japan there had occurred the 
” = Ladybird and the Panay incidents, as to which it had been feared that 

they might lead to alienation of feeling between Japan and the two 
countries, but ‘‘I rejoice that, thanks to the calm and fair-minded 
attitude taken by the Governments of both countries,’’ he declared, 
“and the sincerity of our Government and people, the incidents have 
been brought in each case to an amicable settlement.” The U.S.A. 
had always maintained a fair and just attitude, and their relations 
with them had accordingly suffered no impairment. 

As regards Great Britain, there had been no change in the policy 
of japan, and “I hope,” he said, “ that the British Government and 
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people, grasping fully the importance of Anglo- Japanese relations, will 
endeavour to comprehend correctly Japan’s position in East Asia and 
to co-operate with Japan for the furtherance of peace and good under- 
standing between the two nations. At the same time, I desire to urge 
upon our own people to stand solidly behind this policy of the Govern- 
ment, in view of the seriousness of the general situation.” 

As to the anti-Comintern Pact, “ this Government,” he said, 
‘‘ will seek to extend further the effective operation of this agreement 
in concert with Germany and Italy.” 

This survey was followed on subsequent days by a debate in the 
Diet, and the Finance Minister, replying on Jan. 24 to questions in the 
Lower House, said their economic resources were adequate, and “I am 
also convinced that Japan’s position would not be seriously affected by 
larger war expenditures. I am confident that the country could 
successfully withstand expenditure even up to 30,000 million yen a 
year.” 
Several Deputies attacked the Government’s plan for State control 
of business and industry and complained that a policy of control by 
bureaucrats had come to dominate every stratum of the country’s 
economic structure. 

In the Upper House Baron Kozaka urged the Government to 
listen to the “silent voice” of the nation, and suggested that all 
Ministers, except the Premier and Foreign Minister, should refrain from 
commenting on diplomatic affairs. 

Prince Konoye gave a pledge that a more cautious attitude would 
be observed by members of the Government, and Admiral Suetsugu 
said he regretted his interview in the magazine Kaizo, had been mis- 
translated and misinterpreted abroad. 

On Jan. 25 Mr. Hirota, speaking in the Upper House, stated that 
munitions from British sources formed only a small proportion of the 
military supplies reaching China through Hong-kong, and that even 
this was, theoretically, a business transaction. Countries which desired 
the fighting to end had prohibited such traffic, and he intended to bring 
that fact to the notice of others. 

Now that relations with the Nanking Government had been 
broken off, Japan had to give serious consideration to the position of 
countries which furnished that Government with arms. 

Baron Somoda suggested that Great Britain should refrain from 
actions likely to arouse public feeling in Japan, and said the decision 
not to send more British warships to the Far East was prudent. She 
was now supplying arms to China from selfish motives, and this was 
greatly to be regretted. If Britain flouted Oriental races and failed 
to respect Japan’s position in the Far East, Japan would be unable 
to guarantee the continued existence of British rights and interests in 
China. 
He asked whether the hostilities were an incident or a war. Was 
the sale of arms to China a commercial transaction? Was it not an 
act to encourage war ? 

Mr. Hirota replied that though the clash was not called a war it 
had in fact developed into a major war. But affairs in the Far East 
were not to be measured by Western conceptions. The conflict was 
between special races and special States, and could not be judged by 
the international law of Europe and America. 
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Japan could not tolerate interference by other Powers, and he 
did not believe that any other Power intended to interfere. But she 
must consider the position of countries which had interests in China, 
and endeavour to lead them to a correct understanding of the special 
conditions in East Asia. 

In the Lower House Mr. Hirota, in answer to questions, agreed 
that many difficulties had arisen recently with Great Britain, but he did 
not believe that she would be so short-sighted as to regulate her relations 
with Japan or China by the events now occurring in China. 

An interpellator described as a National-Socialist said that though 
Britain was supporting China he did not suggest that they should 
quarrel with Britain on that account, but Japan should avoid any 
“ fawning diplomacy.” 

Viscount Okochi, referring to the attacks of the Home Minister 
on democracy and liberalism, declared that Ministers should not use 
words which they could not define. It was unfortunate that the Army 
was thought to be the centre of Japanese politics. The centre was 
Parliament and the Cabinet. 





MR. ROOSEVELT’S MESSAGE ON THE NAVAL 
PROGRAMME 


ON JANUARY 28 the President sent a Message to Congress declaring it 
to be his duty to report that ‘‘ our national defence is, in the light of 
the increasing armaments of other nations, inadequate for the purposes 
of national security, and requires increase for that reason.”’ He 
therefore recommended: that the existing authorized building pro- 
gramme for increases and replacements in the Navy be increased by 
20 per cent.; that Congress authorize and appropriate for the laying 
down of 2 additional battleships and 2 additional cruisers during the 
calendar year 1938; and that Congress authorize and appropriate a 
sum not to exceed $15 million for the construction of a number of new 
types of small vessels, such construction to be regarded as experimental 
in the light of the new developments among navies, and to include 
preparation of plans for other types of ships if necessary. 

The President began his Message by referring to their efforts to 
find a way to reduce armaments, efforts which still continued, but so 
far without success. On the contrary, armaments were increasing “ at 
an unprecedented and alarming rate,”’ and “it is an ominous fact that 
at least one fourth of the world’s population is involved in a merciless 
and devastating conflict, in spite of the fact that most people in most 
countries, including those where the conflict rages, wish to live at 
peace,” 

He made his recommendations “ specifically and solely because of 
the piling up of additional sea and land armaments in other countries 
in such a manner as to involve a threat to world peace and security,” 
and he suggested that the time had come for Congress ‘to enact 
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legislation aimed at the prevention of profiteering in time of war and 
the equalization of the burdens of a possible war.” 

They must all recognize that the existing world conditions had 
“resulted too often in the discarding of those principles and treaties 
which underlie international law and order; and in the entrance of 
many new factors into the actual conduct of war. Adequate defence 
means that, for the protection not only of our coasts, but also of our 
communities far removed from the coast, we must keep any potential 
enemy many hundred miles away from our Continental limits.” 

He went on: ‘‘ We cannot assume that our defence would be 
limited to one ocean and one coast, and that the other ocean and the 
other coast would with certainty be safe. We cannot be certain that 
the connecting link—the Panama Canal—would be safe. Adequate 
defence affects therefore the simultaneous defence of every part of the 
United States. It is our clear duty to protect our nation. . . . Such 
protection is based not on aggression, but on defence.” 

Besides the provision for the Navy the Message asked for anti- 
aircraft material for the Army, to a cost of $8,800,000, and for equip- 
ment for armaments manufacture (dies, gauges, etc.) costing $6,080,000. 
Also for $2 million to make up deficiencies in ammunition. 

The Bill to give effect to these recommendations was introduced 
by the Chairman of the Naval Affairs Committee of the House, who 
said that ‘‘ the defence, security, and peace of this country make it 
absolutely imperative that we have and maintain a Navy second to 
none.’’ His Committee asked for authorization for 3 new battleships 
(4 were already provided for in the 1939 Naval Supply Bill) ; 2 new 
aircraft carriers ; 8 new cruisers ; 25 destroyers ; g submarines ; 1,000 
aeroplanes ; and 22 auxiliary craft. (These additions would bring the 
numbers of vessels to the following totals: battleships, 18; aircraft 
carriers, 8; cruisers, 47; destroyers, 147; submarines, 58; and 
aeroplanes, 3,000.) 

The total cost was estimated at $800 million, but the immediate 
charge on the 1938-39 Budget was under $40 million. 

(Hitherto the building programme had been governed by the 
Bill signed by the President on March 27, 1934.) 
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CHRONOLOGY 


Abyssinia 

Jan. 26.—According to a statement by the Abyssinian Legation 
in London fighting between Abyssinians, on one side, and Italians and 
Eritreans on the other, had resulted in some 6,000 being killed on both 
sides during the past 2 months. Three battalions of Eritreans and a 
number of Italians were reported to have deserted. 


Australia 

Jan. 20.—Mr. Hughes, Minister for Health, speaking in Sydney, 
said if Australia were attacked Great Britain would undoubtedly send 
aid, but the question was how much could she give ? Australians must 
realize that they had a duty to defend Australia. 

The argument that the satisfaction of ‘“‘ have not ’’ claims would 
remove the danger of war was unconvincing. Germany had colonies 
before 1914, but it did not prevent war. 


Austria 

Jan, 26.—Dr. Taws, a leading Nazi, was arrested in Vienna, and 
Captain Leopold was interrogated by the police. 

Jan. 28.—It was officially announced that the examination of 
Dr. Taws had shown that terroristic acts were in preparation by the 
Austrian Nazis for 1938. Fifteen other persons were interrogated by 
the police and detained. 

Herr von Papen left for Berlin. 


Belgium 

Jan. 27.—Publication of M. Van Zeeland’s Report. (See Great 
Britain. External Affairs.) 

Socialists and Rexists came to blows in the Chamber and the 
session was suspended. 


Bulgaria 

Jan. 24.—The resignations were announced of the Ministers of the 
Interior and of War, and the former was succeeded by the Minister of 
Education, Dr. Nicolaeff. General Daskaloff was appointed War 
Minister. 


Canada 

Jan. 27.—The Speech from the Throne at the 3rd session of the 
18th Federal Parliament claimed that Ministers had endeavoured to 
promote international understanding and good will, and to co-operate 
in measures for the conciliatory settlement of problems affecting the 
peace of the world. 

The Government had, in August, approached the U.S. Government 
about the”extension and revision of the existing trade agreement, and 
efforts were being made to effect a new one on a broad and compre- 
hensive basis. They were also convinced that in seeking to co-operate 
with Great Britain and other countries in the promotion of international 
trade they were pursuing one of the most effective means for ensuring 
the economic security and progress of Canada, and the improvement of 
conditions in other parts of the world. 
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China 
EXTERNAL AFFAIRS 

Jan. 18.—It was announced that the Ambassador to Japan was 
leaving Tokyo on recall on Jan. 20. 

Jan. 19.—Sun Fo in Moscow. (See U.S.S.R.) 

an. 20.—The Soviet Ambassador presented his credentials to the 
Chairman of the National Government at Chungking. 

The Government issued a statement through the Embassies in 
London, Paris, etc., referring to the Japanese declaration that she 
respected China’s territory and sovereign rights, and pointing out that 
by respect for these Japan “‘means the dismemberment of China 
through the creation by force of various unlawful organizations to usurp 
China’s sovereign rights. Likewise, by respect for the rights and 
interests of foreign Powers Japan means securing monopoly rights 
through her predominant position in China.” 

China could not tolerate any encroachment upon her sovereign 
rights and territorial and administrative integrity and, in whatever 
circumstances, the Government would exert their utmost efforts to 
maintain them. Any terms for the restoration of peace, if they did not 
conform to this fundamental principle, were unacceptable to China. 

Statement to Tokyo press by Ambassador to Japan. (See Japan.) 

Jan. 21.—The Peking Provisional Government announced a series 
of reductions in the North China Customs tariff, and East Hopei was 
brought within the scope of the new schedule in order to abolish 
smuggling. 

The Customs surtax was abolished, and a 5 per cent. tax imposed 
for the benefit of the war-ravaged areas. There were substantial 
reductions in the duties on cotton and woollen piece-goods, cotton yarn, 
artificial silk, petrol, metal ware, etc., and the export of cotton seed 
and linseed was to be free, while raw cotton, iron, wool, and ores were 
to be exempted temporarily from the export tax. 

On the other hand, the duties on articles which Japan could not 
supply, and which came chiefly from Europe and America, were 
quadrupled. 

Jan. 23.—The Japanese in Shanghai announced that 25 regional 
administrative commissions were functioning in areas under their 
control and co-operating with Japanese troops in restoring order. 

Jan. 24.—The National Government stated that the Peking Govern- 
ment’s Customs tariff was an illegal interference with Chinese preroga- 
tive, and gave notice that the Ministry of Finance had instructed the 
Inspector-General of Customs to refuse to acknowledge the “ unlawful 
act.” 

Jan. 25.—Chiang Kai-shek, in a statement for the D.A.Z., was 
reported to have said that guerilla warfare was the great hope of the 
Chinese ; also that he did not anticipate being unabie to continue to 
secure munitions, either from Russia or via French Indo-China. 

Jan. 26.—It was stated in Shanghai that 50,000 refugees had died 
there since the fighting began in August, and reports reached the 
International Relief Committee that at Nanking a quarter of a million 
people were destitute. 

Reports were current in Peking that large quantities of Russian 
armoured cars and aeroplanes were reaching Kansu via Sinkiang. 

Jan. 30.—An agreement was signed in Peking transferring to the 


94 





T5 


Provisional Government all the rights and obligations of the East 
Hopei Autonomous Administration, including all agreements made 
with Japan, Manchukuo, and private firms. 


Sino-Japanese War 
PROGRESS OF HOSTILITIES 
North China. 

jan. 17.—A Japanese column from Tsinan reached Tsingtao, and 
on the Tientsin-Pukow line another column reached Tenghsien. 

Jan. 19.—The Japanese bombed Haichow. 

Jan. 20.—The Japanese C.-in-C. in North China moved his head- 
quarters from Tientsin to Peking. 

Chinese reports stated that the Japanese had suffered very heavy 
casualties at Tsining, and were being heavily attacked by guerilla 
bands near Taiyuan. 

Jan. 25.—The Chinese claimed to be on the offensive between 
Tsining and Yenchow. 

Jan. 29.—The Chinese were reported to be attacking Tsining and 
trying to outflank the Japanese from Mengyin, 60 miles east of Yenchow. 


Shanghai and the Yangtze Valley 
jan. 21.—Military H.Q. at Hankow announced that one Army 
Corps commander, one brigadier and several regimental commanders 
had been executed for failure to carry out orders, and that another 
Corps commander, 13 divisional commanders, 4 brigadiers and rr other 


senior officers had been dismissed. 

Jan. 24.—Han Fu-chu was executed at Wuchang for disobeying 
orders and giving up Shantung to the enemy, and for forcing the sale 
of opium on the people, appropriating public funds, and imposing 
oppressive taxes. 

The Japanese bombed Ichang and destroyed 15 aeroplanes, and 
also raided Changsha. 

Jan. 25.—The Chinese reported a successful action near Wuhu, 
and the reoccupation of Hohsien, about 25 miles above Nanking. 
The Japanese stated that they had evacuated it as being of no military 
importance. 

Jan. 26.—Chinese bombers raided Nanking and claimed to have 
destroyed 20 Japanese machines. The Japanese reported that 3 of 
the raiders were brought down. The Chinese also raided Hangchow. 

A Japanese report stated that in fighting since the capture of 
Nanking 1,400 Chinese had been killed and 80 machine guns captured, 
while the Japanese killed were only 60. It also claimed the capture 
of 600 Chinese near Kwanten, south of Tengpu. 

_ General Matsui was reported to have asked Tokyo for 4 more 
divisions. 
South China 

Jan. 19.—The Canton-Hankow railway was severely damaged by 
bombs and traffic suspended. 

Jan. 20.—Raids on several points in Kwantung continued. 

Jan. 25.—Japanese warships shelled positions on the Namtao 
Peninsula, near Hong-kong, and raided the outskirts of Canton, 
damaging Shekpai aerodrome. 
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FOREIGN INTERESTS 

Jan. 18.—It was learnt that the Japanese military authorities in 
Shanghai had asked for the withdrawal of the British troops manning 
the western sector of the defence perimeter round the Settlement, and 
said they would assume control there. 

The British C.-in-C. replied that withdrawal could not be considered 
so long as Japanese excesses in the Hungjao district continued. He 
cited recent incidents of outrages committed by Japanese soldiers. 

Jan. 19.—Settlement and French police rounded up nearly 100 
men believed to be dangerous criminals or members of a political 
terrorist gang. The Japanese military authorities at Tientsin demanded 
that a Chinese living in the British Concession should be handed over, 
but the British authorities refused. When the Japanese threatened to 
enter the Concession to apprehend him the Brigadier in command of 
the British troops said ‘‘ we shall be compelled to resist.’’ 

The Japanese later explained that the whole affair had been 
caused by a “ misunderstanding.” 

Jan. 20.—The Japanese censors in Shanghai stopped a message 
sent by a British news agency. 

Jan, 21.—The censors stopped another message, and the Japanese 
spokesman said that ‘“ unsubstantiated news reports tending to 
besmirch the good name of the Japanese Army will be suppressed, 
regardless of their source.”’ 

Jan. 22.—U.S. Government protest to Japan ve interference with 
American property. (See U.S.A. External Affairs). 

Jan. 27.—A U.S. Government protest, made on Jan. 17 in Tokyo, 
was published regarding the outrages by Japanese soldiers against 
Americans and their property. At Nanking, Changchow, and other 
places Japanese armed forces had repeatedly entered American property 
illegally and removed goods and employees and committed other acts 
of depredation against American property, which had almost invariably 
been marked by American flags and by notices in English, Chinese, 
and Japanese issued by the U.S. Authorities and setting forth the 
American character of the property concerned. 

Japanese soldiers had in numerous cases torn down, burned, and 
otherwise mutilated the flags. 

The U.S. Government “ finds it impossible,’’ it went on, “ to 
reconcile the flagrant disregard of American rights shown by Japanese 
troops with the assurances contained in your Excellency’s Note of 
Dec. 24, 1937, that ‘rigid orders have been issued to the military, 
naval, and Foreign Office authorities to pay greater attention than 
hitherto to the observance of the instructions that have been repeatedly 
given against the infringement of or unwarranted interference with the 
rights and interests of the United States and other third Powers.’ ”’ 

As many of the acts had occurred since these assurances, the 
Government was constrained to observe that the steps taken seemed 
inadequate, and therefore requested the Japanese Government to 
reinforce them in such a way as would serve effectively to prevent 2 
repetition of such outrages. 

The Japanese spokesman in Shanghai announced that as from 
Jan. 28 unofficial telegrams in code would not be accepted for trans- 
mission unless certified as bona-fide commercial telegrams by Consular 
officials and in a code submitted to the censors at the time or previously. 


96 





17 


Chinese firms and individuals were prohibited from sending coded 
telegrams. 

A statement was issued by the Japanese diplomatic, naval, and 
military authorities appealing to all Japanese to do nothing to besmirch 
the good name of Japan, and emphasizing that offences by civilians 
masquerading as officials or officers tended to defeat the objectives of 
Japan’s policy in China. Any illegal action tending to contravene that 
policy would be punished without mercy. 

Two incidents were reported, in one of which Mr. Allison, the Third 
Secretary of the U.S. Embassy was assaulted by a Japanese sentry, 
while the other concerned an armed raid on the house of a British 
resident in Shanghai, whose servants were robbed. 

The Japanese Army spokesman at Shanghai stated that Mr. Allison 
was slapped in the face by a Japanese sentry when he failed to comply 
with repeated requests to leave the grounds of a Chinese house occupied 
by Japanese soldiers. 

Mr. Allison protested to the Japanese Consulate, and the com- 
mandant of the unit sent a staff officer to apologize to him. 

The spokesman added that the incident arose from the insolent 
attitude adopted by Mr. Allison, who sought to deal with Japanese 
soldiers as a policeman would treat a law-breaker. 

Jan. 28.—The Japanese Consul-General was notified that in no 
circumstances would .the British Government admit the right of Japan 
to censor business telegrams. The British Consul-Generol lodged a 
protest with his Japanese colleague against interference in respect of 
two out of the three cases of censorship which he had considered. 

It was understood that an arrangement had been reached by 
which firms submitting a Consular certificate of their bona fides would 
be able to cable as usual. 

The report sent to Washington by Mr. Allison showed that he was 
ittacked without provocation by a Japanese soldier at the gate of a 
building occupied by Japanese troops and again outside the gate ; also 
that another American accompanying him was manhandled and had 
the collar and buttons torn off his shirt. 

Mr. Allison reported the assault to the Japanese Embassy, where 
an Official stated that the Americans should not have been in the 
compound, and that the soldier was seemingly within his rights. 

The Japanese spokesman in Shanghai described the slap in the 
face as a “‘ spontaneous incident that arose on the spot,’ and said 

the man was only doing his duty.”’ 

The State Department in Washington, in a statement, said that 
Mr. Allison “‘ has been busily engaged in faithfully carrying out his 
mission. . . . There have been reported to him and to the Department 
a considerable number of cases of disregard of American rights and 
interests, including the destruction of property and the invasion of 
premises. He has among other appropriate activities been making 
etiorts to obtain, verify, and report facts in regard to these matters.” 

Jan. 29.—General Matsui stated in an interview that he was afraid 
that if England went beyond a policy of simply defending her interests 
in China, and ‘‘ makes a determined stand to maintain her political 
and economic relations with the Kuomintang, a conflict of a very 
serious nature may arise between our country and our former ally. 

“ Britain’s support of the Kuomintang régime is emphasized by the 
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steady exchange rate of China’s currency since the outbreak of hostilities 
and also by the large amount of arms and ammunition supplied to this 
régime. Considering the growth and development of our country it is 
inevitable that Japan should expand in China. Lack of appreciation 
of this situation on the part of Britain may, I am afraid, lead to un- 
necessary conflict between the two countries.” 

The U.S. Ambassador in Tokyo presented to the Japanese Govern- 
ment a Note protesting against the assault on Mr. Allison. 

Jan. 31.—Foreign relief workers at Nanking stated that the 
Japanese command was “trying hard to restore order,’’ but that 
isolated cases of soldiers entering American and other foreign property 
continued. 

The U.S. Ambassador in Tokyo received from the Japanese Vice- 
Minister of Foreign Affairs an oral expression of the “ profound regrets ”’ 
of the Government at the attack on Mr. Allison, and a promise of 
thorough investigation and appropriate punishment. 

Mr. Hirinouchi was understood to have said that in whatever 
circumstances it had occurred the slapping of an American diplomat 
by a Japanese soldier was an extremely unfortunate occurrence ; adding 
that considerable discrepancies existed between the American version 
and the Japanese, but after investigation those responsible would be 
adequately punished. 

It was understood that Mr. Grew, in accepting the apology, had 
made it clear that the U.S. Government would reserve their decision 


whether that closed the case. 


Jan. 23.—Nahas Pasha submitted a petition to the Procureur- 
Général of the Egyptian Courts alleging that, while in office, he had 
obtained documentary evidence that the attempt on his life was 
connected with a criminal agreement to make a revolution, and that 
the Prime Minister, Sidky Pasha, Aly Pasha Maher and others were 
implicated, and had given financial support to the Young Egypt 
Society (the Greenshirts). 

He therefore demanded a full enquiry and examination of all 
those concerned. 

Jan. 24.—A meeting of 112 Deputies and 51 Senators of the Wafd 
Party complained that the Government were discriminating against 
them. Twenty Deputies sent messages of support, so that 132 in all 
were understood to be loyal to the Wafd. (There were 230 seats in the 
House.) 

Hamed Hussein, addressing a meeting of between 4,000 and 5,000 
Greenshirts, attacked Nahas Pasha, accusing him of sacrificing Egypt 
to England through the Treaty, and of showing complete subservience 
to England in order to remain in office. 

Jan. 25.—The Cabinet approved a proposal of the Finance Minister 
for the reduction of the land tax paid by small landowners. (Of the 
2,400,000 landowners about 70 per cent. possessed one feddan (acre) 
or less.) 

Jan. 27.—The Procureur-General refused to receive the petition 
of Nahas Pasha regarding the attempt on his life. 

Jan. 28.—Ahmed Mustapha Pasha Amr resigned from the executive 


of the Wafd. 
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Eire 
Jan. 20.—On arrival back in Dublin Mr. de Valera told the press 
that it would not be easy to find agreement on the questions discussed 
in London; “ however,”’ he added, “‘we are exploring the whole 
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Finland 

Jan. 25.—The Government made it known that they would not 
join in any recognition of Abyssinia by the Oslo Powers. 

Jan. 26.—The Government were informed by the Soviet Govern- 
ment that the Russian Consulate at Viborg was to be closed and were 
asked to close their own Consulate-General at Leningrad within 2 


months. 


France 
INTERNAL AFFAIRS. 


Jan. 18.—M. Chautemps formed a Cabinet, with M. Bonnet and 
M. Frossard as Ministers of State, the former charged with co-ordinating 
the financial and economic sections of the Government. M. Delbos 
was Foreign Minister; M. Marchandeau, Minister of Finance and 
National Economy ; M. Sarraut, the Interior ; M. Campinchi, Justice ; 
M. Daladier, Defence ; M. Pierre Cot, Commerce ; M. Queuille, Public 
Works ; M. Chapsal, Agriculture ; M. Ramadier, Labour ; and M. Steeg, 


Colonies. 
The Navy was entrusted to M. Bertrand, and the Air to M. La 


Chambre. 

All the new Ministers were Radicals except M. Frossard and 
M. Ramadier, of the Socialist Republican Union, a group between the 
Socialists and the Radicals. 

The Premier stated that his object was to reconcile the will of 
the democracy with the exigencies of national safety. He had begun 
a reorganisation of the relations between the Ministries of National 
Defence, and to facilitate this M. Cot had agreed to give up the portfolio 
of Air and M, Campinchi that of Marine. 

The Socialist National Council, after an all-night discussion, 
adopted a resolution opposing participation in the Cabinet, but only 
by a narrow majority. It expressed confidence, however, in whatever 
action, apart from participation, the Socialist Deputies might take. 

Later, when M. Chautemps had announced his plans, including his 
intention that the Government’s programme would be such as would 
be incapable of creating a breach between the parties of the Front 
Populaire, the Socialist Deputies decided (by 88 votes to 25, and 8 
abstentions) to support him. 

The Communists decided to adopt a waiting attitude. 

Jan. 21.—The President signed a decree providing for the creation 
of two new posts, Chief of the General Staff of National Defence and 
Secretary-General of National Defence. The first was to be filled by 
General Gamelin, the Chief of the Army General Staff, thus unifying 
the control of the three branches of the national defence under the 
leadership of the Army. 

Another decree confirmed the appointment of M. Sarraut, the 
Minister of the Interior, as Minister co-ordinating the affairs of North 
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Africa. (As Minister of the Interior he had Algeria under his direct 
control.) 

The Cabinet received a vote of confidence in the Chamber by 
501 votes to one, the extreme Right abstaining. This followed the 
reading of the Ministerial declaration and a speech by M. Chautemps 
closing the debate in which he made it clear that he intended to rely 
on a Front Populaire majority. 

The Government declaration ascribed the break-up of the previous 
Cabinet to the difficulty of reconciling “‘ legitimate popular aspirations ”’ 
with the “ imperative exigencies of national interests,’’ and proclaimed 
the Government’s determination to continue the policy of the two 
preceding ones, based on ‘“‘ Republican defence and social justice.”’ 
It also promised that the authors of the “‘ criminal enterprises recently 
discovered ’’ would be ruthlessly tracked down and as ruthlessly 
punished. 

The Government also proclaimed their loyalty to the tripartite 
monetary agreement, their opposition to any form of exchange control, 
and their resolution to work for financial stability, and to defend the 
franc. A balanced Budget was an essential feature in their programme, 
and, as for foreign policy, their remained faithful to the ideals of the 
League and, in particular, to the principle of Franco-British 
collaboration. 

Closing the debate M. Chautemps referred to the February riots 
and then, quoting Mr. Roosevelt to support his argument, declared 
that the mere hazard of possessing industrial property did not give 
employers a prescriptive right over men’s lives and happiness. Deputies 
of the Right and Centre objected to this, and when one of them declared 
“‘ The factories are our property,’’ M. Chautemps replied, ‘‘ The factories, 
yes, but not the men.”” He explained that, apart from extraneous 
considerations, exchange control would fail because successive evasions 
would necessitate successive restrictions, until finally the country would 
be regimented quite out of all freedom. 

Jan. 26.—The Air and Marine Committees of the Chamber decided 
to protest against the subordination of the Ministries of Air, Marine, 
and War to the Ministry of National Defence. It was argued that 
the appointment of M. Daladier as Minister of War as well as Defence 
Minister would result in a considerable extension of army influence over 
the other two Services. 

Jan. 27.—The Cabinet approved the new Labour Code, embodied 
in 6 Bills regulating the recruiting and discharge of workers, strike 
arrangements, arbitration, collective agreements, the organization of 
employment bureaux, and the status of workers’ delegates. 

M. Chautemps broadcast an appeal for unprejudiced consideration 
of their provisions, because the spectacle of a France unanimous in her 
will to work under the protection of the laws of the Republic would be 
an important gain for the country’s security and prestige. 

Jan. 28.—The National Council of the Coalminers’ Federation 
rejected unanimously the extension of permissible overtime, under the 
decree of December 22, from 62 to 93 hours a year. (Productivity per 
miner had dropped 7.7 per cent. since 1935, and production in 1937 
was 3.8 per cent. lower than in 1935.) 

Jan. 31.—The Minister of Marine told the press that all their 
forecasts of the naval position drawn up in 1937 would have to be 
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revised. The Navy’s were the only Estimates which were reduced in 
the 1938 Budget, and they had not found an echo anywhere in the 
world. They would have to put an end to the delay in replacing old 
units of the Fleet. 

The Minister of Finance, speaking at Chalons-sur-Marne, reaffirmed 
France’s fidelity to the Tripartite Monetary Agreement, which formed 
‘the very basis” of his policy. In his view the excess of Government 
expenditure over receipts must be regarded as “‘ financial public enemy 
No. 1,” and the Treasury deficit was therefore his main concern. 
M. Bonnet had estimated the deficit for 1938 at 28,000 millions, and this 
sum to be borrowed represented no less than 15 per cent. of the entire 
revenue of the French nation. 

Opposing exchange control he said that even if it could be made 
effective it could not in the end conceal the effects of credit inflation 
and excessive indebtedness, which would be its consequence. Also, 
once financial contact with other countries had been broken its re- 
establishment would need a severe currency depreciation to compensate 
for the price disparities built up behind the protective wall made 
necessary by ‘exchange control. Dr. Schacht recognized this when he 
wrote that a return to the gold standard was a necessary condition of 
economic restoration. 

The nation’s responsibility (to avoid speculation and to develop 
production) was all the greater because more than half of the exceptional 
deficit was caused by the needs of national defence, on which they 
were spending 23,000 millions. 


EXTERNAL AFFAIRS. 

Jan. 24.—Coastal batteries and anti-aircraft guns on board a 
destroyer opened fire on Spanish aircraft when bombs fell in French 
territorial waters near Port Bou. 

The steamer Prado was stopped by a Spanish warship off Palamos 
on her way to Barcelona with foodstuffs. The destroyer A/batross 
came up in response to a wireless call for help and freed her, escorting 
her to Barcelona. 

The Government protested to the Salamanca Government against 
the dropping of bombs on French soil during the raid on Puigcerda the 
previous day. 

Jan. 25.—The Premier and M. Delbos discussed the League 
agenda with Mr. Eden, and a communiqué stated that “‘the international 
situation in all its aspects was reviewed, and the three Ministers found 
themselves in complete agreement regarding their attitude towards 
the questions which are to be discussed at the forthcoming meeting of 
the Council of the League.”’ 


Germany 


INTERNAL AFFAIRS. 
_ Jan. 21.—A special number of the Stirmer entitled ‘‘ Death to all 
Shamers of the Race ’’ was confiscated by the police. 
Further restrictions were placed on the business activities of Jews, 
and measures were passed against Jewish doctors and dentists. 
_ jan. 25.—The Chief Bavarian Catholic Youth associations were 
dissolved, under the law of February, 1933 for the protection of State 
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and people. They included the Catholic Young Men’s Association and 
the “‘ Young Germany ” Catholic organization. 

Jan. 27.—The Stiirmer appeared again and issued also the special 
number proscribed the previous week. It was understood that Herr 
Streicher had agreed to dismiss two members of the staff held responsible 
for publishing a letter from the Ministry of Finance, to the appearance 
of which the Government had taken exception. 

Jan. 28.—The Institute of Business Research stated that during 
the 5 years of the Nazi régime the number of employed persons had 
risen from 12,580,000 to 18,370,000, and the value of industrial pro- 
duction from 37,800 million marks to 75,000 millions. 

Steel production increased from 5,650,000 tons to 20 millions and 
cement production from 3,250,000 to 12,500,000 tons. 

Revenue receipts rose from 6,600 million marks in 1932 to 14,000 
millions and savings bank deposits from 11,400 millions to 16,100 
millions, while the total national income rose from 45,200 millions to 
68,000 millions. 

Jan. 30.—The 5th anniversary of Herr Hitler’s accession to power 
was celebrated with a march past of the bodyguard regiment of the 
S.S. and later a torch-light procession by S.A., S.S., and other bodies 
through the Brandenburger Tor to the Reich Chancery. 

Dr. Goebbels, in a broadcast, described the condition of Germany 
prior to 1933, and claimed that what then seemed a distant dream, to 
make the country strong and united, raise its prestige, make it again 
a great Power, give the people work and bread, make social justice the 
basis of the State, etc., had all now become reality. 

Jan. 31.—The creation was announced of a Council of Defence 
Economy, composed of leading industrialists and technical experts, 
co-operating with the War Minister and the chiefs of the three branches 
of the Defence Services. 


EXTERNAL AFFAIRS. 

Jan. 18.—Herr Forster, the Danzig Nazi leader, was reported to 
have stated, in a speech at Sonthofen, that Danzig must be considered 
as an important factor in German-Polish agreements, on which 
friendly relations were based. He ‘‘ emphasized the firm desire of 
Germany to maintain good relations with Poland in all respects, and to 
eliminate and avoid anything that might disturb these good relations, ’ 
according to Polish reports of his speech. 

It was stated officially in Berlin that the Government had ever 
since October been trying to find a basis of peace between China and 
Japan, but now that the conflict had entered a new stage no further 
attempt was contemplated. 

On the German side emphasis had been laid on Germany’s attitude 
of neutrality and on the fact that she could co-operate only as an 
intermediary between the two Governments. 

Jan. 20.—General Géring’s periodical, The Four Year Plan, 
published an article by Sir Josiah Stamp, who said that in a few years 
the world would be divided economically into two classes, the selt- 
sufficient and those desiring an open system of foreign trade. It was 
to be hoped that an important part would be played in future economic 
development by Germany. Since the world became yearly smaller 
individual States became more dependent on one another, and the 


102 





eee —— ts 7 








id 
al 


le 
ce 











23 


degree of isolation attainable was obviously limited. The greatest 
contribution a country could make to the prosperity of the world was 
to be strong, capable, and self-confident, but the achievement of this 
goal need not conflict with the mutual interdependence of mankind. 
‘This requires no doubt a delicate balance,’”’ he said. ‘‘ In practice 

we should all draw the line at different points. If one nation draws 
the line at a different point from ourselves we need not regard it as 
an act of injustice or emnity.” 

jan. 21.—Herr Hess and General Géring had conversations with 
Count de Brinon, the chairman of the Franco-German Committee, an 
unofficial organisation. 

Jan. 25.—General von Epp, speaking at Munich, said the question 
of the return of the colonies had reached the stage of being dealt with 
through the regular diplomatic channels. 


Great Britain 
EXTERNAL AFFAIRS. 

Jan. 19.—A statement ve the Irish discussions reported that 
‘while no agreement has yet been reached upon any of these questions 
(which had been discussed the previous day) which are closely connected 
with one another, it was felt that the discussions have proceeded far 
enough to justify a more detailed examination of a number of points 
by the officials of the two Governments. This examination will proceed 
forthwith, and pending its completion the meetings of Ministers will 
be suspended, to be resumed as soon as the necessary data are available 
for further conversations.” 

Jan. 24.—Closing of Consular branch at Moscow Embassy. (See 
U.S.S.R.) 

Jan. 25.—General Nuri es Said, the former Iraqi Prime Minister, 
arrived in London. 

Mr. Eden in Paris. (See France. External Affairs.) 

Jan. 26.—The text of the Anglo-French Convention for the abolition 
of the Capitulations in Morocco and Zanzibar was issued as a White 
Paper. Cmd. 5646. 

Jan. 27.—The Government published M. Van Zeeland’s Report as 
a White Paper. Cmd. 5648. (See Article on page 3). 

Jan. 31.—Torpedoing of British steamer Endymion. (See Spain. 
External Affairs.) 


Greece 

Jan. 28.—Twelve party leaders and three officers were arrested 
and deported following the discovery of a plot to assassinate the Prime 
Minister. They were reported to include M. Sophoulis, M. Kopoulos, 
and M. Kaphandaris, all former Premiers, and M. Theotokis. 

Jan. 30.—The arrest was reported of many Communists, charged 
with agitation for the formation of a Popular Front. 

A temporary agreement with the Bulgarian Bank of Issue was 
signed establishing a system of private clearing arrangements and 
introducing the most-favoured-nation clause in respect of a number of 
products of both countries. 


H 
_ Jan. 27.—Decision of the League Council to release Hungary from 
financial control as from March 31. (See League of Nations.) 
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Jan. 30.—Speaking at a National Christian Party meeting Count 
Sigray, the Legitimist leader, warned the Government of the increasing 
Nazi agitation and said members of the Arrow Cross were preparing 
to upset the Constitution and stage a ‘‘ march on Budapest.” 


Italy 
EXTERNAL AFFAIRS. 

Jan. 20.—Trade figures for 1937 showed exports valued at 7,848 
million lire odd, and imports at 13,488 millions odd, omitting trade 
with the colonies. The figures for 1936 were 3,829 millions and 5,882 
millions odd. 

An official statement declared that Soviet Russia owed Italy 
“tens of millions.’’ In spite of political differences Italy had always 
punctually paid her dues, but Russia had for some months failed to 
carry out several contracts to supply oil. 

Jan, 22.—Some 3,000 troops left for East Africa. 

Jan. 24.—The Popolo d@’ Italia, referring to the Van Zeeland Report, 
said that “‘ economics cannot be other than the Trojan horse of the 
nations.’’ Economics were a conception of the rich Powers, which 
would like the heavens to open and absorb the superfluous products 
which they have piled up in the name of civilization, “that bestial 
civilization in which people perish among stocks of machine-made 
goods, begging in vain for bread and work.”’ 

The Giornale d'Italia said that countries like Germany and Italy, 
“which have imposed on themselves a severe régime with a view to 
reducing their economic dependence on foreign countries to a minimum 
and have borne its rigours with heroism,’’ would not be prepared to 
abandon their efforts ‘‘ for the sake of an international solidarity which 
has never existed and will never exist.” 

Nearly 2,000 more troops left Naples for East Africa. 

Jan. 25.—A decree was issued authorizing the expenditure of large 
sums for public works in East Africa. The contribution of the State 
towards the balancing of the East African Budget was fixed at 1,000 
million lire (say £10} million) annually for 6 years, while an “ extra- 
ordinary expenditure ” of 12,000 millions (£126 million) was authorized 
on certain public works. 

It was announced that during the first 10 months of 1937 the 
Bank of Italy had received 416 kilograms of gold from Abyssinia. 

Jan. 26.—It was stated that Italy was “in complete control of 
every part of Abyssinia,’ and that the statement of the Abyssinian 
Legation in London might be regarded only as a manoeuvre by the 
Negus to prevent any move by League Powers aiming ultimately at 
recognition of the Italian Empire. 

Jan. 27.—The Minister of Foreign Trade and Exchange, writing 
in Commercio, pointed out that self-sufficiency ought not to imply 
Italy’s isolation in the field of international exchanges. The large 
adverse balance of trade must be reduced at all costs, while, to preserve 
her exchange, Italy must export more, and to a larger market, since in 
any case she was compelled to import large quantities of food and raw 
materials. ; 

Jan. 30.—Signor Gayda, writing in his paper, suggested that it 
was ridiculous to pretend that the policy of authoritarian States justified 
President Roosevelt’s attitude. If he really wished to see the arms 


104 

















25 


race ended, why had he neglected Signor Mussolini’s proposals, conveyed 
in a newspaper interview on May 25, 1937 ? 

Italy’s enterprise in Ethiopia had been undertaken only after she 
had stood 40 years of aggression from that country, and was hardly to 
be compared with the wars of conquest by which the democracies 
enriched themselves. 

Herr Hitler’s and Signor Mussolini’s declarations in Sept. had 
fallen on deaf ears, and he concluded: “ The world is still dominated 
by hypocrisy.”’ 


Japan 

3 Jan, 18.—The Government informed the British Ambassador that 
they intended to keep the road from the border of Hong-kong territory 
to Canton under bombardment. 

Prince Konoe told the press that although Japan had hitherto 
studied peace terms with the Chinese Central Government as a party 
to the negotiations, henceforth she was not dealing with it. She 
expected the new régime to grow, and was making it a party to the 
talks, and she also expected its co-operation in bringing about peace 
in the Orient. ‘‘ We do not consider,’ he said, “that the Peking 
Government must become the Central Government of China, but 
probably they will form a nucleus in which other similar régimes will 
be incorporated.”’ 

As to economic development in North China, a certain degree of 
State control was inevitable, but he deprecated a policy of hampering 
the spirit of enterprise of third parties. Capital would be welcomed, 
and the vested rights and interests of third Powers respected. 

He did not foresee the possibility of resuming economic talks with 
Great Britain in the near future, but expressed the opinion that the 
British were adopting a realistic attitude towards the situation, and 
it was therefore unnecessary to take a serious view of this question. 
“ Great Britain is a realistic nation,’’ he went on, “ which changes her 
policy as situations change. The same is true of Russia. Internal 
conditions indicate that Russia will make no move at present.” 

The Ambassador to China was recalled, and the Chinese Am- 
bassador’s departure for Tokyo in 2 days was announced. The two 
countries were to be represented by their Counsellors of Embassy in 
future. 

Jan. 20.—In reply to press questions the Navy Office spokesman 
said: “It is easy to deny the reports that Japan is constructing 
battleships of 43,000 tons, but if I deny that figure your next question 
will mention another, and eventually I will have revealed our building 
plan. So I cannot take the responsibility of denying it officially.”’ 

He did notthink a race in construction had begun, though he 
pointed to reports of Russian building. Nor did he agree that their 
refusal to disclose naval plans might conduce to a race. ‘‘Our unchange- 
able policy,”’ he said, “‘ is embodied in the formula ‘ non-menace and 
non-aggression.’ If any Power makes the China affair a pretext for 
building warships it has a distorted conception of our object, which is 
to ensure the peace of the Far East and the world.” 

The Navy Office also explained that merchant shipping was not 
being allowed to use certain channels in the Yangtze because they had 
been cleared for military purposes, and were still unsafe. It was 
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admitted, however, that many foreign ships had in fact used these 
channels since the Ladybird incident, and that five British applications 
had been received. 

The Prime Minister, addressing a meeting of the Governors of all 
Prefectures, asked for their co-operation in sustaining the determination 
of the people. 

The Chinese Ambassador, in a statement to the press on leaving, 
said history showed there were vicissitudes in the fortunes of nations, 
but they were not permanent. The sentiments of a race could not be 
repressed by armed force. “‘ Do the far-sighted people of Japan,’’ he 
asked, “‘consider the present situation one which will promote Japan’s 
lasting welfare ? ”’ 

The Government issued a statement pointing out that all the 
universities and schools in China seriously damaged by gun fire and air 
bombing had been attacked because they were used by Chinese troops 
as bases of operations. 

an. 22.—The Foreign Minister’s review ’of foreign relations in 
Parliament. (See Special Note, page 9.) 

Jan. 24.—The Foreign Office spokesman stated that Japan was 
not constructing 43,000 or 45,000 ton capital ships, but no answer was 
given to questions whether Japan would continue to adhere to the 
35,000 ton standard. 

Instructions were issued for preventing further trespass on U.S. 
property at Nanking. 

Statements in Parliament by Finance Minister, etc. (See Special 
Note, page 9.) 

Jan. 25.—Debate in Parliament and statements by Mr. Hirota. 
(See Special Note, page 9.) 

Jan. 26.—The Asahi published figures of the expenditure asked for 
by the Army for China in the financial year 1938-39 and totalling 
3,000 million yen (£175 million), and by the Navy totalling 1,000 
millions. 

The press published several articles drawing attention to the 
“‘ Soviet menace,”’ and quoting reports that the Russians were increasing 
their military strength in the Maritime Province and fortifying the 
coast. 

Jan. 27.—Publication of U.S. protest made to the Government on 
Jan. 17 against outrages by Japanese soldiers. Imposition of censorship 
at Shanghai. (See Sino-Japanese War. Foreign Interests.) 

The Minister of Marine, replying to questions in the Diet, said 
their naval building policy was based on “‘ autonomous armament.’ 
If the U.S.A, Great Britain, and other Powers constructed armaments 
far superior to Japan’s it was unnecessary to say that they would feel 
great concern. 

Replying to questions in the Diet whether the Army would be 
enlarged and whether prolonged occupation of Chinese territory was 
contemplated, the War Minister said they were convinced that Army 
reorganisation on a wide scale was needed to meet the new situation 
in China, and that the long war now beginning would necessitate the 
employment of large forces. 

The Asahi interpreted this to mean that the Army of occupation 
would remain in China for 5 or 10 years. 
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Jan. 28.—The War Minister issued an Army order enjoining on 
the Army to prepare, in discipline and will, for a long struggle. 

Jan. 29.—Mr. Hirota, speaking in the Diet, said: ‘If Chiang 
Kai-skek compels us, we shall take appropriate steps in South China. 
In such case, Hong-kong, being British territory, ought, of course, to 
maintain perfect neutrality.”’ 

The War Minister, answering questions about the U.S.S.R. in the 
Far East, gave a reply which was private, but he was understood to have 
stated that the Soviet armament was formidable, and that Japan 
could not relax her preparations. 

The Minister of Marine said that if other Powers carried out 
armament expansion on a large scale Japan would not yield to them. 
‘In such an eventuality,” he declared, ‘‘ we intend to carry out our 
naval expansion rapidly.” 

Statement by General Matsui at Shanghai ve British interests. 
Note of protest from U.S. Government re. assault on Mr. Allison. 
(See Sino-Japanese War. Foreign Interests.) 

Jan. 31.—Expression of “‘ profound regrets ’’ by the Government 
for the attack on the U.S. diplomat. (See Sino-Japanese War. Foreign 
Interests.) 

Speakers in the Diet criticized severely the methods used by the 
Judiciary in dealing with arrested persons, accusing the police and the 
procurators of obtaining confessions by means of the “ third degree.’’ 

Feb. 1.—Fifteen alleged Communists were arrested, including 
several university professors. 


League of Nations 

Jan. 27.—Mr. Eden, addressing the Council, claimed that the 
League could legitimately be proud of its achievements, but that there 
could be no advantage in shutting their eyes to certain events, however 
regrettable. By the defection of important members the League’s 
area of co-operation was restricted and its ability to fulfil its functions 
reduced, and they were compelled to recognize this, but his Government 
‘do not think it inappropriate at the moment .. . to declare that 
their faith in the aims and ideals that inspired it remains unshaken.” 

The principles on which it was founded were the promotion of 
international co-operation and the achievement of international peace 
and security on the basis of respect for international law. The Govern- 
ment believed that true peace and orderly progress and prosperity 
could not be looked for in the world unless all nations co-operate in some 
system based upon those principles. It also seemed essential to them 
to retain what still existed ; they considered that the League, in spite 
of its limitations, was the best instrument yet devised for giving effect 
to the principles of international co-operation, and they were therefore 
determined to keep it in existence, to give it their full support, and 
make use of its machinery and procedure to the fullest extent that 
circumstances permitted. ‘‘ Within the limits which they have to 
recognize,’ he added, “‘ they intend to make it as efficient an instrument 
as possible.”’ 

His Government would welcome any co-operation in League work 
which non-members might be disposed to give, and did not regard 
their membership as preventing or hindering friendly relations with 
non-members. They still believed that one day, possibly with more 
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or less adaptation to circumstances, the League would become the 
universal organization which its founders contemplated. 

The British Government were also resolved to do all in their power 
to ensure that the League should not become the home of any ideology 
save that of peace through international co-operation. It might be 
that one day new and better methods might be found, but for the 
present they must recognize realities, and ‘‘ our best course would seem 
to be that we should continue to use the instrument that lies ready to 
our hand for all the purposes for which it is fitted,’’ he concluded. — 

M. Delbos said that France perceived in the very difficulties through 
which the League was passing, and in the consequences that must 
follow, proof that it was more than ever necessary for them to be 
united. The dangers were aggravated in proportion as League principles 
were forgotten. 

Peace and war could not be kept in separate compartments and 
war could not be localized ; there was inter-communication between 
the conflicts, proving that the destinies of peoples were inter-connected. 
There could be no question of creating or crystallizing antagonism. 

Even those who combatted the Covenant and taxed it with expressing 
an ideology had had to evoke another ideology and to resort to bilateral 
methods which widened the breaches in the collective conception. 

He concluded by saying, “‘ How can we doubt our possibilities, 
since the nations grouped at Geneva constitute, if they have the will, 
a material and moral force that is greater than any other ? ”’ 

M. Litvinoff declared the readiness of the Soviet to co-operate 
to the utmost with the other loyal members, but reminded the Council 
that his Government did not share the moral responsibility for the fate 
of the League. As to the question of ideologies, there was an ideology 
of the League, the essential principles of which were respect for the 
integrity and independence of all existing States, renunciation of war 
as an instrument for settling disputes, and recognition of the equal 
rights of all peoples, great or small. 

There was, however, no reason to speak of an opposite bloc of 
non-members, who included at least one great State which in its inter- 
national relations pursued the same ideology as the League. If and 
when a bloc of aggressors should be created it might have to reckon 
with the peace bloc of the League. 

Colonel Beck said Poland would continue to aim at balancing 
duties with rights, and attached less importance to the form in which 
they were couched than to the fact of collaboration itself. Noting that 
in existing conditions vital decisions had to be taken by Governments 
of sovereign States with a full realisation of their responsibilities, Poland 
would contribute to the consolidation of peaceful relations and colla- 
boration between ali countries. 

Dr. Koo considered that the League had fallen se much in the 
world’s estimation that it would be necessary radically to change its 
policy, as if it continued to refrain from positive action it would play 
into the hands of its enemies. It was not too late, through a renewed 
pledge, to rescue it and make it a living force for justice. 

M. Micescu expressed the attachment of the Little Entente 
countries to the principles of the Covenant, and Mr. Unden said Sweden 
belonged to the States without alliances. Her position as regards 
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obligations would have to be clarified in the Committee for the applica- 
tion of the Covenant. 

M. Spaak said Belgium would not remain aloof from any progress 
in the direction of strengthening law and international organization, 
but she intended that the pursuit of her ideals should be within the 
bounds of realities. In this spirit she was prepared to collaborate 
towards rendering the League a living and powerful thing. 

Jan. 28.—Mr. Eden, M. Delbos, M. Litvinoff, and Dr. Koo met 
to discuss a draft resolution on the Sino-Japanese war. 

The Council, dealing with the objections of the Turkish Government 
to the electoral law in the Sanjak of Alexandretta, agreed to the 
appointment of a committee of three to consider the necessary adjust- 
ments, without in any way altering the fundamental principles of the 
future régime. 

The Polish delegate criticized the Economic Committee and said 
the report of the Raw Materials Committee was disappointing, as it 
had taken considerations of a political character too much into account. 
He did not think it was right to limit the colonial aspect of the problem 
of raw materials, since the unutilized wealth of the colonies might offer 
obvious potentialities to countries deprived of raw materials. 

Jan, 29.—The Council authorized a committee of three—to include 
M. Bonnet—to examine the problem of the structure and functions of 
the economic and financial organizations of the League in its relation 
to international co-operation in economics and finance. 

Jan. 31.—The Special Committee on the Application of the 
Principles of the Covenant dealt with the question of League reform, 
and the discussion showed that most of the representatives considered 
that the “sanctions’’ system could not become obligatory and 
automatic. 

Mr. Unden said Sweden asked for it to be recognized, however 
regrettably, that members of the League did not consider themselves 
bound to take coercive action against an aggressor State. 

The Swiss delegate said the desire of his country to return to the 
complete neutrality which she had abandoned in 1920 must be treated 
separately. She would therefore take up this subject before the Council 
or Assembly, and would state the reasons which had obliged her to 
take this decision. 

He also made it clear that his Government considered that they 
would not be obliged to apply sanctions likely to endanger Swiss 
neutrality, which for his country was the only consideration. 

The Dutch delegate hoped there might one day be a return to the 
automatic application of Article 16 through the development of the 
League towards universality. His Government had no desire for a 
return to the system of general neutrality. They preferred the principle 
of collective security, but they also recognized that a tacit revision of 
the Covenant had taken place. 

The Austrian delegate said he had been instructed to say that he 
would not take part in the discussion or in any vote taken. 

The Polish delegate said States members must not be committed 
to obligations out of proportion to the international responsibilities of 
non-members. Also, the question whether—and, if so, to what extent 
—members were to apply certain provisions of the Covenant was one 
which must be left to the judgment of the members. 
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At a meeting of the Council it was announced that a committee 
(representatives of Sweden, Great Britain, France, Belgium, and 
Turkey) should make modifications in the electoral rules of Alexandretta, 
and appoint the officials and staff for supervising the elections, and 


fix their date. 
The representatives of the four countries dealing with it agreed 


on the text of a draft resolution on China. a 


Mexico 
Jan. 19.—A decree was issued doubling, and in some cases trebling, 


the import duties on a wide range of goods and products, particularly 
those generally coming from the U.S.A. 

The Minister of Finance announced that the decree was necessary 
to assist the peso. 

The Chief of the Labour Board ordered foreign oil companies to 
pay the wage increases of one-third decided upon on December 18. 


The Netherlands 
Jan. 27.—Supplementary Estimates of the equivalent of {1,600,000 


were issued for the acceleration of measures to strengthen the Air Force 
in the East Indies. 


Northern Ireland 


Jan. 20.—A Proclamation was issued by the Governor dissolving 
Parliament and appointing March 1 as the date for the meeting of 


the new one. 


Palestine 

Jan. 19.—Sentence of death was passed on an Arab who fired on 
the police when they were searching for Mr. Starkey’s murderers ; also 
on another Arab who had fired at troops. 

Jan. 20.—Another Arab was sentenced to death for taking part 
in the murder of Mr. Starkey, to which he had confessed. 

Jan. 21.—Two young Jews were sentenced at Jerusalem to 5 years’ 
imprisonment for the possession of firearms. 

Jan. 22.—The two condemned Arabs were hanged. Attacks were 
made on traffic on the roads out of Jerusalem, and a bus near Hebron 
was held up. 

Jan. 24.—The Emir of Transjordan arrived in Jerusalem as the 
guest of the High Commissioner. 

Bombs were thrown at a Jewish bus and two people wounded. 

Jan. 25.—Three Arabs were hanged, two of them for murder and 
one for firing on the police. A Jew at Ramallah was fatally shot and 
his assailant arrested. 

Jan. 26.—The Hebrew press published an address by Dr. Weizmann 
to the Jewish National Council in which he strongly defended the 
principle of partition and pointed out that the alternative to the 
possibility of a complete fulfilment of the Balfour Declaration in part 
of Palestine was stagnation and regression in the whole of it. 

He intended to go to London at once to warn the British people 
of the danger of attempting to settle the affairs of Palestine at the 
expense and without the agreement of nearly half a million Jews now 
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established there whose power both for creation and for opposition 
was great. The carrying out of agreements undertaken was one of the 
bases upon which the Empire was built. 

Jan. 28.—A Jewish constable was condemned to death for the 
murder of an Arab fellow constable in September. 

Jan. 29.—An Arab corporal was shot dead and 8 of his men 
captured by an Arab gang, reported to be Syrians, near Tarshiha, 
Galilee. The men were released after being deprived of their rifles. 


Poland 
Jan. 18.—The Military Affairs Committee of the Seym passed a 


vote of no confidence in its Chairman, General Zeligowski, who was 
the “ father ’’ of the Seym and one of the closest friends of Marshal 
Pilsudski. (The members of the National Unity Camp were in a 
majority in the Military Affairs Committee.) 

The General had asked the Prime Minister in Parliament by what 
right he had officially and publicly designated Marshal Smigly-Rydz 
as ‘‘ the first citizen of the Republic after President Moscicki,” and 
said such an action was unconstitutional. 

Jan. 25.—The Premier, speaking in the Budget Committee of the 
Seym, said the fate of Poland largely depended on the attitude of the 
Poles to their minoritiés ; all hatred towards them was a great blunder, 
a blunder which would sooner or later take its revenge on Poland. 

The problem of the Jewish minority was “ greatly complicated,’’ 
but was not racial, he considered, but economic. 


Jan. 30.—The Gazeta Polska, dealing with the discussions at Geneva 
re China, said that Great Britain, France, China, and Russia were 
attempting to force the other League members to endorse a resolution 
of theirs without having been consulted beforehand. ‘‘ We do not yet 
know,” it stated, ‘‘ what this resolution is, but the method adopted by 


” 


these Powers cannot be tolerated. . . . 

The League was perpetrating ‘‘ the old mistake of trying to impose 
on the Council decisions reached in secret by a few interested members 
outside the Council Chamber.”’ 


Rumania 
Jan, 18.—The Government dissolved Parliament (which had not 
yet met) and ordered new elections for March 2 and 4. 


South Africa 


Jan. 22.—It was officially announced that a defence programme 
was to be put in hand involving the manufacture locally of artillery 
and ammunition, the mechanization of the Army, and the increase of 
the Burgher Forces (which were additional to the Active Citizen Force) 
to 10,000 men. 

The Minister of Defence stated that the British Fleet would always 
do its level best to prevent the landing of an enemy, and the Union 
had sufficient first and second line aeroplanes. 

Jan. 29.—The Minister of Defence, speaking at Piet Retief, said 
that, while he admired many of the principles of the Greyshirt (Nazi) 
organisation he believed that the importation of the system into South 
Africa would lead to civil war within four weeks. The Union’s demo- 
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cratic system could be improved, but not by foreign systems, and he 
warned his fellow citizens of German descent that adherence to these 
foreign systems would undo all the good work done by their fore fathers. 


Spain 
INTERNAL AFFAIRS 

Jan. 17.—General Aranda’s troops claimed to have broken through 
the Republican lines in the Celadas Mountains north of Teruel and on 
El Muleton, north-east of the town. 

Jan. 18.—Valencia was raided and ro people killed. 

Jan. 19.—Valencia was again raided and Barcelona was bombed 
by 6 machines, which did great damage and killed over 200 people. 

Jan. 20.—The insurgents captured a triangle of mountainous 
country on the right bank of the Alfambra river, and took some 700 
prisoners. Aircraft took a very active part in the fighting on both 
sides. 

Jan. 21.—The Government admitted the loss of El Muleton. 
Insurgent aircraft bombed Reus, some 60 miles from Barcelona, and 
Castellon, near Valencia. 

Salamanca was raided by 7 Government machines and several 
people killed. 

Jan. 22.—Barcelona was also raided, but the attackers were driven 
off by gunfire. 

Jan. 23.—Seville was bombed and 7 people killed, and Puigcerda, 
on the French frontier, was raided by 24 insurgent ’planes. About 10 
bombs fell within French territory, but there were no casualties. 
Seo de Urgel, the seat of the Spanish Bishop who exercized suzerainty 
over Andorra jointly with the French President, was also bombed. 

Heavy fighting occurred on the right bank of the Alfambra, north 
of Teruel, and the insurgents reported progress. 

Ceuta was bombed by 2 Government ‘planes. 

Jan. 24.—Reus, and Landete, in Cuena Province, were raided. 

Jan. 25.—Barcelona was raided twice and about 150 people killed. 

Jan. 26.—Valencia was raided by 6 machines and some 140 people 
killed, including the master of a British steamer in port. Government 
aircraft raided Valladolid and caused much damage. 

Jan. 27.—Government forces reported the capture of important 
positions north of Teruel, with a view to cutting the two railways used 
byt he insurgents. 

Jan. 28.—The Minister of Defence issued a statement affirming 
the Valencia Government’s desire to put an end to the bombardment 
of defenceless towns. The warning given on June 4 (that if the 
insurgents continued the practice the Government would reply in kind) 
had been of no avail, but the Government aircraft would still ‘‘ abstain 
absolutely ’’ from bombing towns in the insurgent rear if the enemy 
would also desist. 

Further, the Government would with pleasure associate themselves 
with any initiative leading towards a mutual pledge for the outlawing 
of a method of combat which not only shed innocent blood but accele- 
rated the ruin of Spain. s 

The Government forces north of Teruel claimed to have cut off 
some 40,000 of General Aranda’s troops by the seizure of the main 
roads to Saragossa. 
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Jan. 30.—Barcelona was raided twice and over 300 people killed. 

Jan. 31.—General Franco’s Burgos Junta Tecnica was dissolved 
by decree and a civil Government was proclaimed, with the General as 
Prime Minister and Chief of the Armed Forces. 

Fighting was reported from north-west of Cordoba, and the 
insurgents captured a lead mine during an advance of some 6 miles. 


EXTERNAL AFFAIRS. 

Jan. 17.—The Deutschland and 2 German destroyers arrived at 
Algeciras and were joined by the insurgent cruisers Canarias and 
Baleares. 

The authorities at Tetuan, on orders from Salamanca, prohibited 
French citizens to enter the Spanish Zone of Morocco. 

Jan. 18.—The French Embassy in Madrid reached an agreement 
with the Government for the evacuation of refugees from the Embassy, 
and negotiations were in progress with the other Embassies and 
Legations to have the refugees still remaining removed. They were 
estimated at from 4,000 to 5,000. 

Jan. 20.—The British steamer Thorpeness was badly damaged by 
bombs in Tarragona harbour and seven of the crew were killed. The 
captain stated that there was absolutely no doubt that the ship was 
the actual object of the attack, which was the third made upon it since 
it arrived in the port 18 days earlier. 

An American and a Russian steamer were reported to have been 
taken into Palma by insurgent destroyers. 

Jan. 24.—Protest from the French Government against dropping 
of bombs on French soil. Also stopping of French steamers off Palamos. 
(See France. External Affairs.) 

Jan. 25.—The British steamer Sheaf Crest was stopped by an 
insurgent trawler near Gibraltar, but was rescued by a British destroyer. 

Jan. 26.—A British subject named Caddy, who had been in custody 
at Algeciras for over a year, was released after representations by the 
British Government. 

Jan. 31.—The British steamer Endymion was torpedoed by an 
insurgent submarine off the coast near Cartagena and sank in 4 minutes. 
The master and g of the crew were drowned, and a control agent of 
the Non-Intervention Committee, a Swede. 


Sweden 

Jan. 17.—Speaking in Parliament the Foreign Minister said the 
League of Nations had passed through three phases, the last of which 
ended with the “ sanctions ”’ experiment. 

By the actual course of developments the League had got to a 
stage where the sanctions system had de facto ceased to operate, and 
“T am convinced,” he said, ‘‘ that in this view we reckon with the 
support of the States with which Sweden usually co-operates.” 

Since then there had remained a certain shapelessness in Swedish 
relations with Italy, the result of their membership of the League. 

It was the Government’s opinion that these relations should be 
regulated not by independent Swedish action, but by joint action by 
all countries which were in the same position. He sincerely hoped no 
important League member would put forward any difficulties in the 
way of the continued membership of Sweden and other States. 
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They did not approve of alliances and would continue their 
independent policy. The saying ‘“‘ Democracy versus Dictatorship ” 
was unsound, and he did not believe in a pre-ordained war between 
the two systems. “I have little respect,’’ he added, “ for the heroism 
which finds expression in the saying that we must fight to the last 
Englishman.”’ 


Switzerland 
jan. 21.—The Federal Government approved unanimously M. 
Motta’s report on the relations with the League and on the country’s 


neutrality. 


Turkey 

Jan. 26.—The Prime Minister, in a statement for the press, said 
that Turkey was very anxious to be friendly with all foreign countries, 
but determined to shape her own policy without letting herself be 
influenced by any Power or group of Powers. It was unthinkable that 
any political system of foreign origin could ever be imported into 
Turkey. 

There was no anti-Jewish feeling, and if a few people were trying 
to create one they were only imitating what was done elsewhere. 

Anglo-Turkish relations had never since the war been so friendly 
as now; the visits exchanged between bankers and business men had 
no other object than to study economic conditions and prospects and 
to establish personal contact. 

M. Bayar also said that, at the Soviet request, they had agreed to 
suppress all Consulates in Russia save one. 


U.S.A. 
INTERNAL AFFAIRS. 

Jan. 20.—The President announced that he would appoint a new 
advisory group (in addition to the Business Advisory Council) to cover 
all matters of Federal politics. 

An official statement also said that he had amplified somewhat 
his remarks on holding companies, stating that there was a certain 
mass efficiency of operation in some of them. 

Jan. 21.—The House of Representatives passed the Navy Appro- 
priations Bill by 283 votes to 15. 

The President qualified his statement re holding companies by 
saying that the attack was restricted to non-operating utility holding 
companies, particularly bank stock holding companies not of the 
management type. 

Three Judges of the Federal Court delivered a decision upholding 
the right of the Federal Government to supply electric power for flood 
control dams in the Tennessee Valley in competition with private 
interests. The ruling overrode petitions of the combined power 
companies with large interests in the Southern States. 

Jan. 22.—Sixteen leading oil companies operating in Middle 
Western States and 30 of their officials were convicted in a Federal 
Court in Wisconsin of criminal conspiracy to raise and fix petrol prices 
during 1935 and 1936. 

Jan. 25.—Mr. Roosevelt told the press that if industries reduced 
wages during the winter and spring they would be deliberately en- 
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couraging the withholding of buying. They would be fostering a 
downward spiral and they would make it necessary for the Government 
to consider other means of creating purchasing power. 

an. 26.—The Senate Appropriations Committee approved the 
Naval Supply Bill. 

Jan. 28—Mr. Roosevelt’s message to Congress (See Special Note 
on page II.) 

Jan. 31.—The Chief of Naval Operations, in a statement to the 
Naval Affairs Committee of the House of Representatives, said the 
5-5-3 ratio of naval strength had been obliterated by the additions to 
the British and Japanese Navies, and the U.S.A. might soon possess 
‘insufficient security against attack from oversea.’’ The additions 
recommended by the President would still leave them with a naval 
strength inadequate to meet any aggression away from American 
shores, or if both of their coasts were attacked. 

He said their lines of defence extended in the Pacific from the 
Aleutian Islands to Hawaii, Samoa, and the Panama Canal ; and in the 
Atlantic from the Canal to the Virgin Islands and on to Maine. 

He added, “It is not possible to expect assistance from anybody,”’ 
when asked whether any help might be expected in the Pacific. 

Admiral Leahy also argued that if they adopted only an attitude 
of passive defence, “ we would see our cost blockaded, our outlying 
possessions seized, and would undergo the costly experience of finding 
war last just as long as the enemy willed.’’ Further, nothing stood in 
the way of possible exploitation or seizure of Central and South American 
countries except the Monroe Doctrine backed by United States naval 
orces. 

EXTERNAL AFFAIRS. 

Jan. 22.—The State Department announced that the Ambassador 
to Japan had made “ emphatic protests ’’ to the Japanese Government 
about “‘ 15 cases of irregular entry into American property in Nanking 
by Japanese soldiers,’ and against the action of the latter in forcibly 
taking away Chinese women refugees living in American property. 

Japanese Embassy officials in Nanking were understood to have 
given assurances to the U.S. Consul there that ‘“ adequate steps are 
now being taken to prevent similar occurrences in future.” 

Jan. 25.—The Executive Council of the American Federation of 
Labour rejected a proposal to join organized labour in other countries 
in an economic alliance against Japan. It expressed willingness, 
however, to institute the anti-Japanese boycott voted at the previous 
conference of the Federation. 

Jan. 27.—The Secretary of the Treasury intimated that the 
American Exchange Equalization Fund was ready to collaborate with 
the French Fund in maintaining the franc at a level consonant with 
the fulfilment of the Tripartite Monetary Agreement of Sept. 1936. 

Jan. 28.—Mr. Hull announced that the Government intended to 
negotiate a new trade treaty with Canada. 

Statement issued by the State Department ve the assault on 
Mr. Allison. (See Sino-Japanese War. Foreign Interests.) 

Jan. 26.—Foreign trade figures for 1937 showed exports valued at 
$3,345,658,000, and imports valued at $3,084,061,000. Including silver 
the totals were $3,350,200,000 for exports, and $3,175,938,o00 for 
imports. Both exports and imports were considerably higher than in 
1936. 
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Jan. 27.—Publication of the Government’s protest of Jan. 17 to 
the Japanese Government against outrages by soldiers at Nanking and 
elsewhere. (See Sino-Japanese War. Foreign Interests.) 

Jan. 29.—Note of protest to Japanese Government re. assault on 
Mr. Allison. (See Sino-Japanese War. Foreign Interests.) 

Jan. 30.—Mr. Hull told the press that any suggestion of co- 
operation with other Powers or with the League to lend military aid 
to China was outside the scheme of American policy. Both China and 
Japan were free to purchase war supplies in the U.S.A., subject only 
to the provision that they must be transported in vessels not owned 
by the United States. 

Jan. 31.—The State Department announced that an apology had 
been made by the Japanese Government for the attack on Mr. Allison, 
and that it was considered “ atisfactory.’’ (See also Sino-Japanese 
War. Foreign Interests.) 


U.S.S.R. 


Jan. 18.—A decree was issued ordering the cessation of expulsions 
from the Communist Party without investigation, the examination and 
reinstatement of many thousands of people recently expelled, and the 
punishment of malicious informers. 

Many cases were cited of whole families removed without investi- 
gation by ambitious and time-serving Party chiefs. 

Jan. 19.—M. Molotov was unanimously re-elected chairman of the 
Council of People’s Commissars, as were the other members of the 
Council except M. Krylenko, who was replaced as Commissar of Justice 
by M. Ryshkoff. 

M. Chubar was succeeded as Commissar of Finance by M. Zveroff, 
but remained a Vice-chairman of the Council. 

M. Molotov, in an address on the Government's policy, denounced 
certain foreign Consulates, ‘“‘ engaged in hostile anti-Soviet spying 
activities on Soviet territory,’’ and warned Japan that the Union would 
know how to defend its interests and ‘“‘ end Japanese hooliganism on the 
Far Eastern Frontier.”’ 

Parliament then adjourned sine die. 

Sun Fo arrived in Moscow accompanied by a delegation of Chinese 
administrators and had conversations with several Soviet leaders. 

Reports were current that M. Mezhlauk, former Director of the 
Gosplan, had been shot as a Trotskyist. 

Jan. 24.—The branch Consular establishment maintained by the 
British Government at the Moscow Embassy was closed, in consequence 
of the Soviet’s request that the number of British Consulates should be 
reduced to one. 

Jan. 26.—Request for closing of Finnish Consulate-General at 
Leningrad. (See Finland.) 

Jan. 27.—The Government decided to break off all postal relations 
with Japan for the time being, owing to the “‘ protracted and unlawful 
detention by the Japan-Manchurian authorities of a large quantity of 
mail belonging to Soviet citizens; and detention of a mail aeroplane 
and its crew who, having lost their way, made a forced landing in 
Manchukuo territory on December 19.” 


Yugoslavia 


Jan. 21.—The Minister of the Interior announced in the Skupshtina 
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Finance Committee that the Government would not enact any Con- 
cordat with the Vatican, whether old, new, or revised. 

Jan. 23.—The Premier arrived back in Belgrade and a semi-official 
statement described his conversations in Germany as dealing mainly 
with co-operation between the two nations, directed, however, against 
no third party. No proposal was made to Yugoslavia to join any front, 
and the question of her relations with the League was left to her own 
initiative, her withdrawal not being mentioned. Also, no suggestion 
was made about recognition of General Franco, and the question of the 
Yugoslav attitude to the anti-Comintern Pact was not even raised. 





1938 
February 7 


February 7 
February 7 


February 9 
February 28 
March 2.... 
March 31 
March 

April 5 .... 
April 21 
May 25 .... 
June 8 


August 1-6 
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FORTHCOMING EVENTS 


*Inter-Governmental Conference for Adop- 
tion of a Convention on — from 
Germany ee ee m 


*Permanent Agricultural Committee, I.L.O. 


*Conference ve Convention re caieeneeate from 
Germany tks aes - ie 


General Election 
*Conference of Experts on Migration 
The General Election 
*Advisory Committee of Experts on Slavery 
The General Election 
*Permanent Central Opium Board .... 
*Advisory Committee on Social Questions .... 


World Eucharistic Congress.... 
*Permanent Mandates Commission .... 


International Congress of Se 
and Ethnological Sciences 


* League of Nations or International Labour Office. 


Geneva 


Geneva 


Geneva 
Ulster 
Geneva 
Rumania 
Geneva 
Bulgaria 
Geneva 
Geneva 
Budapest 
Geneva 


Copenhagen 
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